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to the Government prior to the appli-
cability date unless the CFAO deter-
mines that the unilateral change is a
desirable change.

30.603-2 Unilateral and
changes.

desirable

(a) Unilateral changes. (1) The con-
tractor may unilaterally change its
disclosed or established cost account-
ing practices, but the Government
shall not pay any increased cost, in the
aggregate, as a result of the unilateral
change.

(2) Prior to making any contract
price or cost adjustments under the ap-
plicable paragraph(s) addressing a uni-
lateral change at 52.230-2, 52.230-3, or
52.230-5, the CFAO shall determine
that—

(i) The contemplated contract price
or cost adjustments will protect the
Government from the payment of the
estimated increased costs, in the aggre-
gate; and

(ii) The net effect of the con-
templated adjustments will not result
in the recovery of more than the in-
creased costs to the Government, in
the aggregate.

(b) Desirable changes. (1) Prior to tak-
ing action under the applicable para-
graph(s) addressing a desirable change
at 52.230-2, 52.230-3, or 52.230-5, the
CFAO shall determine the change is a
desirable change and not detrimental
to the interests of the Government.

(2) Until the CFAO has determined a
change to a cost accounting practice is
a desirable change, the change is a uni-
lateral change.

(3) Some factors to consider in deter-
mining if a change is desirable include,
but are not limited to, whether—

(i) The contractor must change the
cost accounting practices it uses for
Government contract and subcontract
costing purposes to remain in compli-
ance with the provisions of Part 31;

(ii) The contractor is initiating man-
agement actions directly associated
with the change that will result in cost
savings for segments with CAS-covered
contracts and subcontracts over a pe-
riod for which forward pricing rates are
developed or 5 years, whichever is
shorter, and the cost savings are re-
flected in the forward pricing rates;
and
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(iii) Funds are available if the deter-
mination would necessitate an upward
adjustment of contract cost or price.

(c) Notice and proposal preparation. (1)
When a contractor makes a unilateral
change, the clause at 52.230-6, Adminis-
tration of Cost Accounting Standards,
requires the contractor to—

(i) Submit a description of the
change to the CFAO not less than 60
days (or other mutually agreeable
date) before implementation of the
change; and

(ii) Submit rationale to support any
contractor written statement that the
cost impact of the change is immate-
rial.

(2) If a contractor implements the
change in cost accounting practice
without submitting the notice as re-
quired in paragraph (c)(1) of this sub-
section, the CFAO may determine the
change a failure to follow a cost ac-
counting practice consistently and
process it as a noncompliance in ac-
cordance with 30.605.

(d) Retroactive changes. (1) If a con-
tractor requests that a unilateral
change be retroactive, the contractor
shall submit supporting rationale.

(2) The CFAO shall promptly evalu-
ate the contractor’s request and shall,
as soon as practical, notify the con-
tractor in writing whether the request
is or is not approved.

(3) The CFAO shall not approve a
date for the retroactive change that is
before the beginning of the contrac-
tor’s fiscal year in which the request is
made.

(e) Contractor accounting changes due
to external restructuring activities. The
requirements for contract price and
cost adjustments do not apply to com-
pliant cost accounting practice
changes that are directly associated
with external restructuring activities
that are subject to and meet the re-
quirements of 10 U.S.C. 2325. However,
the disclosure requirements in 52.230—
6(b) shall be followed.

30.604 Processing changes to disclosed
or established cost accounting prac-
tices.

(a) Scope. This section applies to re-
quired, unilateral, and desirable
changes in cost accounting practices.
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(b) Procedures. Upon receipt of the
contractor’s notification and descrip-
tion of the change in cost accounting
practice, the CFAO, with the assist-
ance of the auditor, should review the
proposed change concurrently for ade-
quacy and compliance. The CFAO
shall—

(1) If the description of the change is
both adequate and compliant, notify
the contractor in writing and—

(i) For required or unilateral changes
(except those requested to be deter-
mined desirable changes), request the
contractor submit a general dollar
magnitude (GDM) proposal by a speci-
fied date, unless the CFAO determines
the cost impact is immaterial; or

(ii) For unilateral changes that the
contractor requests to be determined
desirable changes, inform the con-
tractor that the request shall include
supporting rationale and—

(A) For any request based on the cri-
teria in 30.603-2(b)(3)(ii), the data nec-
essary to demonstrate the required
cost savings; or

(B) For any request other than those
based on the criteria in 30.603-
2(b)(3)(ii), a GDM proposal and any
other data necessary for the CFAO to
determine if the change is a desirable
change;

(2) If the description of the change is
inadequate, request a revised descrip-
tion of the new cost accounting prac-
tice; and

(3) If the disclosed practice is non-
compliant, notify the contractor in
writing that, if implemented, the
CFAO will determine the cost account-
ing practice to be noncompliant and
process it accordingly.

(c) Evaluating requests for desirable
changes. (1) When a contractor requests
a unilateral change be determined a de-
sirable change, the CFAO shall prompt-
ly evaluate the contractor’s request
and, as soon as practical, notify the
contractor in writing whether the
change is a desirable change or the re-
quest is denied.

(2) If the CFAO determines the
change is a desirable change, the CFAO
shall negotiate any cost or price ad-
justments that may be needed to re-
solve the cost impact (see 30.606).
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(3) If the request is denied, the
change is a unilateral change and shall
be processed accordingly.

(d) General dollar magnitude proposal.
The GDM proposal—

(1) Provides information to the CFAO
on the estimated overall impact of a
change in cost accounting practice on
affected CAS-covered contracts and
subcontracts that were awarded based
on the previous cost accounting prac-
tice;

(2) Assists the CFAO in determining
whether individual contract price or
cost adjustments are required; and

(3) The contractor may submit a de-
tailed cost-impact (DCI) proposal in
lieu of a GDM proposal provided the
DCI proposal is in accordance with
paragraph (g) of this section.

(e) General dollar magnitude proposal
content. The GDM proposal—

(1) Shall calculate the cost impact in
accordance with paragraph (h) of this
section;

(2) May use one or more of the fol-
lowing methods to determine the in-
crease or decrease in cost accumula-
tions:

(i) A representative sample of af-
fected CAS-covered contracts and sub-
contracts.

(ii) The change in indirect rates mul-
tiplied by the total estimated base
computed for each of the following
groups:

(A) Fixed-price contracts and sub-
contracts.

(B) Flexibly-priced contracts
subcontracts.

(iii) Any other method that provides
a reasonable approximation of the
total increase or decrease in cost accu-
mulations for all affected fixed-price
and flexibly-priced contracts and sub-
contracts.

(3) May be in any format acceptable
to the CFAO but, as a minimum, shall
include the following data:

(i) A general dollar magnitude esti-
mate of the total increase or decrease
in cost accumulations by Executive
agency, including any impact the
change may have on contract and sub-
contract incentives, fees, and profits,
for each of the following groups:

(A) Fixed-price contracts and sub-
contracts.

and
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(B) Flexibly-priced contracts and
subcontracts.

(ii) For unilateral changes, the in-
creased or decreased costs to the Gov-
ernment for each of the following
groups:

(A) Fixed-price contracts and sub-
contracts.

(B) Flexibly-priced contracts
subcontracts; and

(4) When requested by the CFAO,
shall identify all affected CAS-covered
contracts and subcontracts.

(f) General dollar magnitude proposal
evaluation. The CFAO, with the assist-
ance of the auditor, shall promptly
evaluate the GDM proposal. If the cost
impact is immaterial, the CFAO shall
notify the contractor in writing and
conclude the cost-impact process with
no contract adjustments. Otherwise,
the CFAO shall—

(1) Negotiate and resolve the cost im-
pact (see 30.606). If necessary, the
CFAO may request that the contractor
submit a revised GDM proposal by a
specified date with specific additional
data needed to resolve the cost impact
(e.g., an expanded sample of affected
CAS-covered contracts and sub-
contracts or a revised method of com-
puting the increase or decrease in cost
accumulations); or

(2) Request that the contractor sub-
mit a DCI proposal by a specified date
if the CFAO determines that the GDM
proposal is not sufficient to resolve the
cost impact.

(g) Detailed cost-impact proposal. The
DCI proposal—

(1) Shall calculate the cost impact in
accordance with paragraph (h) of this
section;

(2) Shall show the estimated increase
or decrease in cost accumulations for
each affected CAS-covered contract
and subcontract unless the CFAO and
contractor agree to—

(i) Include only those affected CAS-
covered contracts and subcontracts ex-
ceeding a specified amount; and

(ii) Estimate the total increase or de-
crease in cost accumulations for all af-
fected CAS-covered contracts and sub-
contracts, using the results in para-
graph (g)(2)(i) of this section;

(3) May be in any format acceptable
to the CFAO but, as a minimum, shall

and
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include the requirements at paragraphs
(e)(3)(i) and (ii) of this section; and

(4) When requested by the CFAO,
shall identify all affected contracts and
subcontracts.

(h) Calculating cost impacts. The cost
impact calculation shall—

(1) Include all affected CAS-covered
contracts and subcontracts regardless
of their status (i.e., open or closed) or
the fiscal year(s) in which the costs are
incurred (i.e., whether or not the final
indirect rates have been established);

(2) Combine the cost impact for all
affected CAS-covered contracts and
subcontracts for all segments if the ef-
fect of a change results in costs flowing
between those segments;

(3) For unilateral changes—

(i) Determine the increased or de-
creased cost to the Government for
flexibly-priced contracts and sub-
contracts as follows:

(A) When the estimated cost to com-
plete using the changed practice ex-
ceeds the estimated cost to complete
using the current practice, the dif-
ference is increased cost to the Govern-
ment.

(B) When the estimated costs to com-
plete using the changed practice is less
than the estimated cost to complete
using the current practice, the dif-
ference is decreased cost to the Govern-
ment.

(ii) Determine the increased or de-
creased cost to the Government for
fixed-price contracts and subcontracts
as follows:

(A) When the estimated cost to com-
plete using the changed practice is less
than the estimated cost to complete
using the current practice, the dif-
ference is increased cost to the Govern-
ment.

(B) When the estimated cost to com-
plete using the changed practice ex-
ceeds the estimated cost to complete
using the current practice, the dif-
ference is decreased cost to the Govern-
ment.

(iii) Calculate the total increase or
decrease in contract and subcontract
incentives, fees, and profits associated
with the increased or decreased cost to
the Government in accordance with 48
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CFR 9903.306(c). The associated in-
crease or decrease is based on the dif-
ference between the negotiated incen-
tives, fees and profits and the amounts
that would have been negotiated had
the cost impact been known at the
time the contracts and subcontracts
were negotiated.

(iv) Calculate the increased cost to
the Government in the aggregate.

(4) For equitable adjustments for re-
quired or desirable changes—

(i) Estimated increased cost accumu-
lations are the basis for increasing con-
tract prices, target prices and cost ceil-
ings; and

(ii) Estimated decreased cost accu-
mulations are the basis for decreasing
contract prices, target prices and cost
ceilings.

(i) Remedies. If the contractor does
not submit the accounting change de-
scription or the proposals required in
paragraph (d) or (g) of this section
within the specified time, or any exten-
sion granted by the CFAO, the CFAO
shall—

(1) With the assistance of the auditor,
estimate the general dollar magnitude
of the cost impact on affected CAS-cov-
ered contracts and subcontracts; and

(2) Take one or both of the following
actions:

(i) Withhold an amount not to exceed
10 percent of each subsequent payment
related to the contractor’s CAS-cov-
ered contracts (up to the estimated
general dollar magnitude of the cost
impact), until the contractor furnishes
the required information.

(ii) Issue a final decision in accord-
ance with 33.211 and unilaterally adjust
the contract(s) by the estimated
amount of the cost impact.

30.605 Processing noncompliances.

(a) General. Prior to making any con-
tract price or cost adjustments under
the applicable paragraph(s) addressing
noncompliance at 52.230-2, 52.230-3, or
52.230-5, the CFAO shall determine
that—

(1) The contemplated contract price
or cost adjustments will protect the
Government from the payment of in-
creased costs, in the aggregate;

(2) The net effect of the contemplated
contract price or cost adjustments will
not result in the recovery of more than
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the increased costs to the Government,
in the aggregate;

(3) The net effect of any invoice ad-
justments made to correct an esti-
mating noncompliance will not result
in the recovery of more than the in-
creased costs paid by the Government,
in the aggregate; and

(4) The net effect of any interim and
final voucher billing adjustments made
to correct a cost accumulation non-
compliance will not result in the recov-
ery of more than the increased cost
paid by the Government, in the aggre-
gate.

(b) Notice and determination. (1) With-
in 15 days of receiving a report of al-
leged noncompliance from the auditor,
the CFAO shall—

(i) Notify the auditor that the CFAO
disagrees with the alleged noncompli-
ance; or

(ii) Issue a notice of potential non-
compliance to the contractor and pro-
vide a copy to the auditor.

(2) The notice of potential non-
compliance shall—

(i) Notify the contractor in writing of
the exact nature of the noncompliance;
and

(ii) Allow the contractor 60 days or
other mutually agreeable date to—

(A) Agree or submit reasons why the
contractor considers the existing prac-
tices to be in compliance; and

(B) Submit rationale to support any
written statement that the cost impact
of the noncompliance is immaterial.

(3) The CFAO shall—

(i) If applicable, review the reasons
why the contractor considers the exist-
ing practices to be compliant or the
cost impact to be immaterial;

(ii) Make a determination of compli-
ance or noncompliance consistent with
1.704; and

(iii) Notify the contractor and the
auditor in writing of the determination
of compliance or noncompliance and
the basis for the determination.

(4) If the CFAO makes a determina-
tion of noncompliance, the CFAO shall
follow the procedures in paragraphs (c)
through (h) of this section, as appro-
priate, unless the CFAO also deter-
mines the cost impact is immaterial. If
immaterial, the CFAO shall—

(i) Inform the contractor in writing
that—
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